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however, turned out to be very fragile to the specification details of the private saving ratio equation as indicated, e.g., in Koskela and Viren (1983) . Hence, the social security benefit variable's role in understanding international differences of the private saving ratios in the 1970s has remained moot.
Recent research with the international cross-section data from 23 countries over the periods 1968-1973 and 1978-1983 also casts some doubt on the ability of conventional life cycle and demographic variables a La ModiglianiFeldstein to account for the observed intercountry differences in household saving rates (see Koskela and Viren, 1989) . Though it is possible to obtain reasonable explanatory power, in particular, if sectoral saving substitution possibilities are taken into account, there are indicative stability and insignificance problems which seriously weaken the results.
As mentioned earlier, time series data have also been used in studying saving behaviour since the 1950s when LCH and the permanent income hypothesis (PIH) were proposed to explain the stylized facts originally presented by Kuznets. The conventional specification, where inflation played no role, worked reasonably well up to the 1970s. During that decade, however, high rates of inflation were accompanied by reduced real rates of return and high rates of household savings. Numerous theories were proposed to explain this phenomenon, such as the misperception hypothesis by Deaton (1977) , the mismeasurement hypothesis (see, e.g., von Ungern-Sternberg, 1981; Jump, 1980) and the anticipated inflation hypothesis by Bulkley (1981) .1 It seemed to be fair to say that despite considerable empirical research on the matter, the issue of the relative significance of the abovementioned hypotheses was not convincingly resolved, though the inflation rate turned out to be an important explanatory variable.
The so-called Lucas critique was important for the methodology of empirical research in the late 1970s. In the context of aggregate consumption, Hall's (1978) contribution took the Lucas critique seriously and was path-breaking. In particular, he showed how under certain conditions the rational expectations hypothesis implies that only 'surprise' in the permanent income'should affect current consumption once lagged consumption is controlled. Since then, much research has been done in the specification and estimation of this so-called Euler equation approach to consumption behavior which links current and lagged consumption in the manner implied by the first-order conditions of a Fisherian intertemporal optimization problem. It is fair to say that the research done to date has not completely supported the econometric restrictions implied by the Euler equations approach. (See, e.g., King (1985) and Hayashi (1985) for general surveys and Giovannini (1985) and Rossi (1988) for applications to developing countries.)
The dominance of the Keynesian perspective that consumption is largely
